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The Relationship between Gross Import and Export
and Interest Rate Fluctuation in China
—An Explanation Based on Transaction Cost

LI Xiao-feng,ZHU Jiu-jin
(Department of Finance , Xiamen University , Xiamen 361005, China)

Abstract: The paper makes an empirical test on the relationship between the
ratio of export to import and interest rate in China by ADF test and co-integration
test. The results show that there exists a long-run co-integration relation between
the ratio of export to import and nominal interest rate and the two are negatively
correlated. Then it measures the effect of real interest rate fluctuation per unit on
the ration of export to import. The effects of the majority samples are less than 0
and this is significantly different from the traditional theoretical explanation.
Therefore, the paper constructs a two-stage model of opening-up economy with
transaction cost to demonstrate the situation in China. At the end, it provides
some suggestion.

Key words: a ratio of export to import; interest rate; transaction cost;
co-integration test; Granger causality test
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